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BY THE COMMISSION:

On January 11, 1999, the Arizona Corporation Commission (“Commission”) issued Decision
10
No. 61311 which stayed the effectiveness of A.A.C. R14-2-1601 et seq. (“Rules” or “Electric
11

. Competition Rules”) and related decisions, and ordered the Hearing Division to issue a Procedural
; Order to begin consideration of further comment and actions in the docket. The Commission in
14 Decision No. 61634, dated April 23, 1999 amended the Electric Competition Rules which includeQa}
| the elimination of the Solar Portfolio Standard (R14-2-1609).
12 On April 8, 1999, Commissioner Kunasek filed a copy of a new proposed rule entitled Solar

and Environmenfally — Friendly Portfolio Standard' (“New Portfolio Stahdard” or “New Rule
1; 1609). On May 7, 1999, the Utilities Division Staff (“Staft”) of the Commission filed a list of
. recommended questions regarding the New Rule 1609. Staff requested interested parties to file
29 comments by May 21, 1999 concerning the appropriateness of its recommended questions.
’ Subsequently, on May 21, 1999, Arizona Public Service Company, Tucson Electric Power Company,
2; Arizona Electric Power Cooperative, Inc., K.R. Saline and Associates, Center for Energy and
; Economic Development, Southwest Windpower Inc. and the City of Tucson® filed comments

regarding Staffs request.
24

Based on the above, we find it appropriate to schedule a public comment hearing regarding
25

the New Portfolio Standard commencing on September 16, 1999 along with an evidentiary hearing
26

27

See Attachment No. 1
28 |2 Filed on May 28, 1999.
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regarding any rate impact or cost-benefit analysis.

IT IS THEREFORE ORDERED that a public comment hearing along with an evidentiary
hearing regarding the New Portfolio Standard shall commence at 10:00 a.m. on September 16, 1999
at the Commission’s offices, 1200 W. Washington Street, Phoenix, Arizona 85007.

IT IS FURTHER ORDERED that a pre-hearing conference shall be held at 1:30 p.m. on
September 13, 1999, at the Commissions offices in Phoenix.

IT IS FURTHER ORDERED that by 4:00 p.m. on July 30, 1999, parties shall provide

responses to the following questions:

1.A.  Should there be an Environmental Standard in Arizona and why?

1B.  If so, what should be the objectives of an Environmental Standard and who should
bear the costs of the standard and how should those costs be collected?

2. Will the proposed new Portfolio Standard meet the desired objectives or would you
propose an alternative mechanism?

3. Are you supportive of the proposed Portfolio Standard and, if not, describe any
modifications that you would make to the proposed Portfolio Standard (including
responses to 6 below) or describe your Company’s proposed alternative mechanism.

4, If you are proposing an alternative to the proposed Standard, include a detailed
description of: (1) technologies to be included; (2) timing; (3) any incentives; (4) cost
projection of the alternative over the life of the alternative; (5) impact on customer
rates; (6) all major assumptions for the proposed alternative.

5.A. Should the Standard be imposed only on sales in the competitive market?

5.B. Instead of implementing a Standard as part of the Retail Electric Competition Rules,
should the market (the retail consumers themselves) dictate the amount of “green”
power to include in competitive energy choices? Should the Commission encourages
Energy Service Providers to offer programs, instead of mandating rigid targets,
allowing the market for such products to develop naturally?

5.C. Would it be appropriate to include recovery of costs of renewable systems in a
systems benefits charge rather than the general cost/rate structure?

6. Please comment on the following aspects of the proposed new Portfolio Standard:
6.a. New section N allows for “environmentally-friendly renewable electricity

technologies™ other than solar. Which technologies should be included in this
subsection? Would those technologies be available in Arizona or work in

o
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DOCKET NO. E-00000A-99-0205
Arizona?

In subsections A and B of the proposed Portfolio Standard, a schedule of
portfolio percentages is defined. Is the size of portfolio percentage and timing
of increases a reasonable strategy to be included in the competition rules?
What alternatives would you propose and why?

The proposed Portfolio Standard includes incentives for in-state manufacturing
and in-state installation of solar and other environmentally-friendly
technologies. Are those incentives appropriate and substantial enough to have
a positive impact on Arizona’s economy and on Arizona economic
development? What alternatives would you propose and why?

What long-term benefits will the proposed Portfolio Standard have on the State
of Arizona and its residents? Specific items to be addressed include job
creation, maintenance of energy dollars in the local economy, load
diversification, and pollution prevention.

What would the impact be on an average competitive (residential and
commercial) customer’s monthly bill (assume 1,000 kWh/month usage for
residential) of the proposed Portfolio Standard? (Please state assumptions,
including technology costs).

Section 1609.B.2 provides for determination of a cost/benefit point in 2001
prior to an increase in the percentage in 2002. Is it appropriate to determine
the cost/benefits point during this proceeding (and the corresponding impact on
customers) or in 2001? Should the Commission cap the impact that the
Portfolio Standard may have on customers?

Section 1609.1 of the proposed Portfolio Standard allows for the “banking” or
sale of excess solar kWh. This could create a trading program, similar to the
EPA’s sulfur dioxide trading program. Do you have any suggestions about
creating a credit trading or banking program?

Section 1609.F provides for penalties if ESPs fail to meet the proposed
Portfolio Standard. Are there additional provisions needed to require ESPs to
issue RFPs or negotiate contracts in a timely fashion rather than merely paying
the penalty?

Should the proposed standard or any alternative that you are proposing apply to
Standard Offer Customers in 20017 If yes, should the standard or alternative as
applied to Standard Offer be energy driven (kWh) or dollar driven to limit or cap the
impact on Standard Offer Customers? What would the impact be on an average
residential and commercial customer’s monthly bill? (Please state assumptions,
including technology costs.) What mechanism should the Commission put in place to
recover the costs from Standard Offer Customers?

Other relevant comments?

(V'S
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IT IS FURTHER ORDERED that any answers to rate impact or cost-benefit analysis must be

filed as testimony with a detailed description/analysis to support the rate and cost projections.

IT IS FURTHER ORDERED that rebuttal testimony/comments shall be filed on or before

4:00 p.m. on August 30, 1999.

DATED this Z(Q”tkd'ay of June, 1999.

Copigs of the foregoing mailed/delivered
this 627 ;Lday of June, 1999 to:

LEE TANNER
ELECTRISOL LTD

1215 E HARMONT DRIVE
PHOENIX ARIZONA 85020

DALE ROGERS

ROCKETDYNE DIVISION

BOEING NORTH AMERICA

P O BOX 7922, MS FA-66

CANOGA PARK CALIFORNIA 91309-7922

STEVE CHALMERS
POWERMARK CORPORATION
4044 E WHITTON

PHOENIX ARIZONA 85018

MICHAEL NEARY
ARISEIA

2034 N 13TH STREET
PHOENIX ARIZONA 85001

ROBERT V. D'AIELLO
1902 N COUNTRY CLUB DRIVE, #6
MESA ARIZONA 85201

JAN MILLER

SRP

1600 N PRIEST DRIVE
TEMPE ARIZONA 85281

VINCENT HUNT

CITY OF TUCSON

4004 S PARK AVE
BUILDING #2

TUCSON ARIZONA 85714

MICHELLE L. HART
PHOTOCOMM, INC.
7681 E. GRAY ROAD
SCOTTSDALE ARIZONA 85260

HARRY BRAUN, III

STIRLING ENERGY SYSTEMS

6245 N. 24TH PARKWAY, SUITE 209
PHOENIX ARIZONA 85016

UDIBAUGH
IEFTIEARING OFFICER

ROBERT WALKER
ENTECH, INC.

1077 CHISOLM TRAIL
KELLER TEXAS 76248

MONEER H. AZZAM

ASE AMERICAS

4 SUBURBAN PARK DRIVE
BILLERICA MAINE 01821

RAY DRACKER

BECHTEL CORPORATION

P O BOX 193965

SAN FRANCISCO CALIFORNIA 94119

BARRY L. BUTLER, PH.D

SCIENCE APPLICATIONS INT'L CORP.
10260 CAMPUS POINT DRIVE, MS-C2
SAN DIEGO CALIFORNIA 92121

ROBERT H. ANNAN
6605 E. EVENING GLOW DRIVE
SCOTTSDALE ARIZONA 85262

GALE PROSKI-MARSLAND
PROGRESSIVE SOLAR, INC.
3100 N. STONE AVE., #126
TUCSON ARIZONA 85705

LAWRENCE T. SLOMINSKI
UNITED SOLAR SYSTEMS CORP
9235 BROWN DEER ROAD

SAN DIEGO CALIFORNIA 92121

RICK GILLIAM

LAW FUND

2260 BASELINE ROAD, SUITE 200
BOULDER COLORADO 80302

SAM SWANSON
1744 WASHINGTON AVE, EXTENSION
RENSSELAER NEW YORK 12144-1038




DOCKET NO. E-00000A-99-0205

VAHAN GARBOUSHIAN FRANK BRANDT
1 | AMONIX, INC. 1270 E. APPALACHIAN ROAD
3425 FUJITA STREET FLAGSTAFF ARIZONA 86004
TORRANCE CALIFORNIA 90505
2 CHRISTY HERIG
JEFFREY R. GOLDEN 1617 COLE BLVD
3 | AMOCO/ENRON SOLAR POWER DEV. GOLDEN COLORADO 80401
PO BOX 1188
HOUSTON TEXAS 75221-1188 MARK RANDALL
4 DAYSTAR CONSULTING LLC
DAN GREENBERG PP BOX 761
ASCENSION TECHNOLOGY CLARKSDALE ARIZONA 86324
5 || 235 BEAR HILL ROAD
WALTHAM MAINE 02154 JANE WINIECKI
6 YAVAPAI-APACHE NATION
KATHY KELLY ECONOMIC DEVELOPMENT AUTHORITY
CORP. FOR SOLAR TECHNOLOGY & RENEWABLE PO BOX 1188
7 || 6863 W CHARLESTON CAMP VERDE ARIZONA 86322
LAS VEGAS NEVADA 89117
3 FRED SANCHEZ
RICK MACK YAVAPAI-APACHE NATION
TEP POBOX 1188
9 | 220 W 6TH STREET CAMP VERDE ARIZONA 86322
TUCSON ARIZONA 85701
PHYLLIS BIGPOND
10 || SOLAR ENERGY INDUSTRIES ASSOC. INTER TRIBAL COUNCIL OF ARIZONA
122 C STREET, N.W., 4TH FLOOR 2214 N CENTRAL, SUITE 100
11 || WASHINGTON DC 20001-2109 PHOENIX ARIZONA 85004
HOWARD WENGER ROBERT JACKSON
12 | PACIFIC ENERGY GROUP COLORADO RIVER INDIAN TRIBES
32 VALLA COURT ROUTE 1, BOX 23-B
13 || WALNUT CREEK CALIFORNIA 94596 PARKER ARIZONA 85334
JIM B. COMBS STEVEN BROWN
14 || CONSERVATIVE ENERGY SYSTEMS YAVAPAI TRIBE
40 W BASELINE, #112 530 E MERRITT
15 MESA ARIZONA 85210 PRESCOTT ARIZONA 86301
JAMES H. CALDWELL, JR. RORY MAJENTY
16 || CEERT FT. MCDOWELL MOHAVE APACHE
P O BOX 26 INDIAN COMMUNITY
TRACY'S LANDING MARYLAND 20779 P O BOX 17779
17 FOUNTAIN HILLS ARIZONA 85269
HERB HAYDEN
18 APS RICK TEWA
P O BOX 53999, MAIL STN. 9110 OFFICE OF ECONOMIC DEVELOPMENT
PHOENIX ARIZONA 85072-3999 THE HOPI TRIBE
19 P O BOX 123
ERIC WILLS KYKOTSMOVI ARIZONA 86039
DAGGETT LEASING CORPORATION
20 | 20668 PASEO DE 1.A CUMBRE DEDDIE TEWA
YORBA LINDA CALIFORNIA 92887 NATIVE SUN
21 P O BOX 660
ALPHONSE BELLAC KYKOTSMOVI ARIZONA 86039
YORK RESEARCH CORPORATION
22 | 6 LADYSLIPPER LANE CAMERON DANIES
OLD LYME CONNECTICUT 06371 HUALAPAI TRIBE
n P O BOX 179
23 || JANE WEISSMAN PEACH SPRINGS ARIZONA 86434
PV4U :
74 || 15 HAYDEN STREET JIMMY DANIELS
BOSTON MASSACHUSETTS 02131-4013 NAVAJO TRIBAL UTILITY AUTHORITY
PO BOX 170
25 | DAVID BERRY FT DEFIANCE ARIZONA 86504
RESOURCE MGMT INT'L, INC.
26 | 302 N FIRST AVENUE, SUITE 810 LEONARD GOLD
PHOENIX ARIZONA 85003 398 S MILL AVE., SUITE 306
TEMPE ARIZONA 85281

27 || BARRY M. GOLDWATER, JR.
ARISELIA

3104 E CAMELBACK RD., SUITE 274
28 PHOENIX ARIZONA 85016
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STEVE SECREST

GOLDEN GENESIS COMPANY
P O BOX 14230

SCOTTSDALE ARIZONA 85267

JEFF SCHLEGEL
1167 W SAMALAYUCA DRIVE
TUCSON ARIZONA 85704-3224

CLYDE HOSTETTER
3055-190 N RED MOUNTAIN
MESA ARIZONA 85207

BETTY PRUITT

ACAA

2627 N 3RD STREET, SUITE 2
PHOENIX ARIZONA 85004

MICHAEL GRANT
GALLAGHER & KENNEDY
2600 N CENTRAL AVENUE
PHOENIX ARIZONA 85004-3020

PETER GLASER
DOHERTY, RUMBLE & BUTLER PA

1401 NEW YORK AVE, N. W, SUITE 1400

WASHINGTON DC 20005

DAVID G. CALLEY
SOUTHWEST WINDPOWER INC
2131 N FIRST STREET
FLAGSTAFF ARIZONA 86004

KENNETH R. SALINE

K.R. SALINE & ASSOCIATES
160 N PASADENA, SUITE 101
MESA ARIZONA 85201-6764

LEE TANNER
ELECTRICSOL LTD

1215 E HARMONT
PHOENIX ARIZONA 85020

TOM LEPLEY

PHASOR ENERGY CO.
4202 E EVANS DRIVE
PHOENIX ARIZONA 85032

MIKE PATTERSON

RT. 1, BOX

SWANSEA

LONE PINE CALIFORNIA 93545

DERRICK REBELLO
QUANTUM CONSULTING

2030 ADDISON STREET
BERKELEY CALIFORNIA 94704

BRYAN SCOTT CANADA
620 E BROADWAY LANE
TEMPE ARIZONA 85282

C. WEBB CROCKETT
FENNEMORE CRAIG

3003 N CENTRAL AVE, SUITE 2600
PHOENIX ARIZONA 85012-2913

GREG PATTERSON

RUCO

2828 N CENTRAL AVE, SUITE 1200
PHOENIX ARIZONA 85004
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PETER GLASER

DOHERTY, RUMBLE & BUTLER PA

1401 NEW YORK AVENUE, NW SUITE 1400
WASHINGTON, DC 20005

DOUGLAS C. NELSON

DOUGLAS C. NELSON, P.C.

7000 NORTH 16™ STREET, #120-307
PHOENIX, ARIZONA 85020

CHRIS SHERRING

PVI

171 COMMERCIAL STREET
SUNNYVALE, CALIFORNIA 94086

CHRIS KING

UTILITY.COM INC.

828 SAN PABLO AVENUE
ALBANY, CALIFORNIA 94706

DONALD W. AITKEN, PH.D

UNION OF CONCERNED SCIENTISTS
2397 SHATTUCK AVENUE, SUITE 203
BERKELEY, CALIFORNIA 94704

Paul Bullis, Chief Counsel

ARIZONA CORPORATION COMMISSION
1200 W. Washington Street

Phoenix, Arizona 85007

Director, Ultilities Division

ARIZONA CORPORATION COMISSION
1200 W. Washington Street

Phoenix, Arizona 85007

ARIZONA REPORTING SERVICE, INC.
2627 N. Third Street, Suite Three
Phoenix, Anzona 85004-1,103

Debbi Person
Secretary to Jerry Rudibaugh
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ATTACHMENT NO. 1

The following is for discussion purposes only:

R14-2-1609. Reserve for Solar and Environmentally-Friendly Renewable Portfolio Standard

B. The portfolio percentage shall increase after December 31, 2000.

1. Starting January 1. 2001. the portfolio percentage shall increase annually and shall
be set according to the following schedule:

YEAR PORTFOLIO PERCENTAGE
2001 4%
2002 5%
2003 6%
2004 3%
2005-2012 1.0%

2. The Commission would continue the annual increase in

the portfolio percentage after December 31, 2002, only if
the cost of solar electricitv has declined to a Commission-
approved cost/benefit point. The Director, Utilities
Division shall establish, not later than January 1, 2001, a
Solar Electricity Cost Evaluation Working Group to make

recommendations to the Commission of an acceptable
solar electricity cost/benefit point or solar kWh cost impact

cap that the Commission could use as criteria for the
decision to continue the increase in the portfolio
percentage. The recommendations of the Working Group

shall be presented to the Commission not later than
December 31, 2001.

3. Add two new subsections:

M. An Electric Service Provider shall be entitled to meet up

to 20% of the portfolio requirement with solar water heating
systems purchased by the Electric Service Provider for use by
its customers, or purchased by its customers and paid for by

the Electric Service Provider through bill credits or other
similar mechanisms. The solar water heaters must replace or
supplement the use of electric water heaters for residential,
commercial, or industrial water heating purposes. For the
N ' purposes of this rule, solar water heaters will be credited with

- 1 kWh of electricity produced for each 3,415 British Thermal
Units of heat produced by the solar water heater. Solar water
heating systems shall be eligible for Early Installation Extra

Credit Multipliers as defined in R14-2-1609 D.1 and Solar
Economic Development Extra Credit Multipliers as defined in

R14-2-1609 D.2.

kunspsam
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N. An Electric Service Provider shall be entitled to meet up to
10% of the portfolio requirement with electricity produced by
environmentally-friendly renewable electricity technologies

approved by the Commission after a hearing. Systems using

such technologies shall be eligible for Early Installation Extra
Credit Multipliers as defined in R14-2-1609 D.1 and Solar

Economic Development Extra Credit Multipliers as defined in
R14-2-1609 D.2.
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